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IN THE MATTER OF THE JOINT
APPLICATION OF WATER UTILITY OF
GREATER BUCKEYE, INC. AND
VALENCIA WATER COMPANY, INC. TO
TRANSFER THE ASSETS, INCLUDING THE
CERTIFICATES OF CONVENIENCE AND
NECESSITY, OF WATER UTILITY OF
GREATER BUCKEYE, INC. TO VALENCIA
WATER COMPANY.

RESPONSE TO STAFF REPORT
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Va le nc ia  Wa te r Compa ny, Inc . ("Va le nc ia ") a nd  Wa te r Utility o f Gre a te r Bucke ye , Inc .

("WUGB")(c o 1 le c tive ly,  th e  "Ap p lic a n ts " o r th e  "Glo b a l Utilitie s ") re s p e c tfu lly p ro v id e  th is

re s pons e  to the  S ta ff Re port in this  docke t. The  Globa l Utilitie s  a gre e  with the  va s t ma jority of the

S ta ff Re port. Ho we ve r,  th e  Glo b a l Utilitie s  re q u e s t th a t two  o f th e  p ro p o s e d  c o n d itio n s  b e

e limina te d  or modifie d . In  a dd ition , the  Globa l Utilitie s  re que s t the  op tion  o f c a rrying  ou t the

tra ns fe r from WUGB to  Va le nc ia  in  the  form of e ithe r a n  a s s e t purcha s e  a nd s a le , or a  me rge r

purs ua nt to a  pla n of me rge r.
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I. S ta ff P ro p o s e d  Co n d itio n  No . 6 a n d  7.
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Th e  Ap p lic a n ts  a re  n o w u ltim a te ly o wn e d  b y Glo b a l Wa te r R e s o u rc e s ,  LLC  ("Glo b a l

P a re nt"). Be fore  this  purcha s e , the  Applica nts ' s ys te ms  s uffe re d from nume rous  ope ra tiona l a nd

e ngine e ring de fic ie ncie s . Afte r the  purcha s e , Globa l P a re nt ha s  inve s te d s ubs ta ntia l time , e ffort

a nd mone y into upgra ding the s e  s ys te ms . The s e  e fforts  ha ve  a lre a dy borne  fruit. Howe ve r, the re

is  s till work to  do .  One  e xa mple  is  WUGB's  "S we e twa te r II" s ys te m. The  Globa l Utilitie s  a nd

S ta ff a gre e  tha t this  s ys te m la cks  s ufficie nt production ca pa city to s e rve  its  e xis ting 93 cus tome rs .

In a ddition, the  we ll for this  s ys te m ha s  nitra te  is s ue s . As  in inte rim me a s ure , WUGB e s ta blis he d
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a  te mpora ry inte rconne ction with  the  City of Goodye a r's  s ys te m. W UG B is  wo rkin g  with

Goodye a r to e s ta blis h a  pe rma ne nt inte rconne ction with Goodye a r's  s ys te m. As  pa rt o f th is

inte rconne ction, WUGB will ble nd the  Goodye a r wa te r with the  wa te r from the  S we e twa te r II

we ll, which will e limina te  the  nitra te  proble m.

S ta ff propos e d two conditions  re ga rding S we e twa te r II. Condition 6 re quire s  WUGB to

obta in a n "Approva l of Cons truction" or "AOC" for a  s tora ge  ta nk of a t le a s t 16,000 ga llons , a nd

Condition 7 re quire s  WUGB to obta in a n AOC for the  inte rconne ction with Goodye a r. Both of

the s e  re quire me nts  a re  due  with s ix months  of the  Commis s ion's  de cis ion. The  Globa l Utilitie s

agree  with these  conditions , but they request 12 months  to comply with Conditions  6 and 7.

The  pe rma ne nt inte rconne ct with Goodye a r is  de s igne d to provide  up to 60 ga llons  pe r

minute  ("GPM"). Thus , the  tota l production ca pa city of the  Swe e twa te r II sys te m is  100 GPM (60

GP M from Goodye a r plus  40 GP M from the  we ll). This  is  more  tha n sufficie nt ca pa city to s e rve

93 cus tome rs . Howe ve r, be ca use  the  we ll wa te r mus t be  ble nde d be fore  it ca n be  use d, this  is

e quiva le nt to ha ving a  s ingle  100 GP M s ource . Accordingly, S ta ff is  corre ct to re comme nd tha t

s torage  be  added to the  system, in case  the  Goodyear inte rconnection is  temporarily out of se rvice .

Ba s e d on prior e xpe rie nce  with time fra me s  for de s ign, cons truction, a nd obta ining re gula tory

a pprova ls  from othe r a ge ncie s , the  Globa l Utilitie s  be lie ve  tha t a  12 month de a dline  would be

more  appropria te  for Conditions 6 and 7.

1 9 11. Sta ff Propos ed Condition No. 10.

20 This  condition conce rns  the  conde mna tion la wsuit file d by the  Town of Bucke ye  ("Town")

S ta ff2 1 a ga ins t WUGB.
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(Ma ricopa  County S upe rio r Court,  Ca s e  No . CV2006-010954).

re comme nds  tha t Va le nica  file  a  qua rte rly s ta tus  re port re ga rding this  litiga tion, which "s ha ll
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re ma in in pla ce  until furthe r Orde r of the  Commiss ion." This  condition is  not ne ce ssa ry be ca use

the  conde mna tion la wsuit will be  dismisse d. The  Judge  ha s  a lre a dy is sue d a  minute  e ntry ruling

tha t Town did not comply with the  S ta te 's  ope n me e ting la w whe n a uthorizing the  la ws uit. This

me a ns  tha t the  la ws uit mus t be  dis mis s e d. The  only re ma ining is s ue  to be  re s olve d involve s

a ttorne y's  fe e s . A s e ttle me nt of tha t is s ue  is  pe nding, a fte r which the  court will e nte r a  fina l
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judgme nt dis mis s ing the  ca s e . Be ca us e  the  court ha s  a lre a dy rule d a ga ins t the  Town, this

condition is  not ne e de d. But if it is  a dopte d, the n the  Commiss ion should a dd "or until the  Court

enters  a  Fina l Judgment resolving the  case" to the  end of the  condition.

4 111. Form o f Tra ns fe r.
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The  Globa l Utilitie s  origina lly propos e d this  tra ns fe r a s  a n a s s e t s a le . Howe ve r, upon

furthe r cons ide ra tion, the  Globa l Utilitie s  be lie ve  tha t it would be  be ne ficia l to ha ve  the  fle xibility

to carry out the  transfe r as  e ither an asse t sa le , or a  merger pursuant to a  plan of merger under the

Arizona  Revised S ta tute s . The  Globa l Utilitie s  a re  continuing to eva lua te  the  potentia l income  tax

a nd a ccounting implica tions  of the  tra ns fe r. The y the re fore  re que s t pe nnis s ion to ca rry out the

transfer from WUGB to Valencia  as  e ither an asse t sa le  (asse ts  sold by WUGB to Valencia ) or as  a

merge r pursuant to a  plan of merge r (merging WUGB into Va lenica ). In e ithe r ca se , the  end s ta te

will be  the  sa me  - Va le ncia  will hold the CC&N and a sse ts  currently he ld by WUGB. And in both

ca se s , Va le ncia  will ha ve  two divis ions  with se pa ra te  ra te s  (i.e . the  forme r WUGB cus tome rs  will

continue to pay the  same ra tes).
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15 IV. Conclus ion.
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The  Globa l Utilitie s  a ls o dis a gre e  with S ta ff's  conclus ion tha t the  WUGB s ys te ms  offe r

fire  flow. The  exis ting hydrants  for those  sys tems a re  only used for line  flushing and ma intenance

purpos e s . The  Bucke ye  Va lle y Fire  Dis trict is  a wa re  of this  a nd doe s  not re quire  fire  flow for

the s e  s ys te ms . Howe ve r, it doe s  not a ppe a r tha t this  dis a gre e me nt would impa ct a ny of S ta ffs

recommendations  or conditions , so the  Commission need not resolve  this  issue  a t this  time .

The  Globa l Utilitie s  the re fore  reques t tha t the  Commiss ion:

Give  twe lve  months  to comply with Conditions  6 and 7,

Elimina te  Condition 10, or in the  a lte rna tive , a dd "or until the  Court e nte rs  a  Fina l

Judgment resolving the  case" to the  end of Condition 10, and

Allow the  Globa l Utilitie s  to  cony out the  tra ns fe r a s  e ithe r a n a s s e t s a le  or a

merger pursuant to a  plan of merger.

27

3



4

4

1 RESPECTFULLY SUBMITTED this  2151 day of September, 2007.
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3 ROSHKA DEWULF & PATTEN, PLC
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Michae l V\7 Pa tten
Timothy J . Sabo
One  Arizona  Cente r
400 East Van Buren Stree t, Suite  800
P hoe nix, Arizona  850048

9 Origina l + 15 copie s  of the  foregoing
filed this  21St day of September 2007, with:
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Docke t Control
ARIZONA CORPORATION COMMISSION
1200 West Washington
Phoenix, Arizona  85007
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Copies  of the  foregoing hand-de live red/mailed
this 21 St day of September 2007, to:
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Lyn A. Fa rmer, Esq.
Chie f Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Chris tophe r C. Ke e le y, Es q.
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Ernest G. Johnson, Esq.
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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